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Federal Reserve System § 227.15 

§ 227.13 Unfair credit contract provi-
sions. 

It is an unfair act or practice for a 
bank to enter into a consumer credit 
obligation that contains, or to enforce 
in a consumer credit obligation pur-
chased by the bank, any of the fol-
lowing provisions: 

(a) Confession of judgment. A cognovit 
or confession of judgment (for purposes 
other than executory process in the 
State of Louisiana), warrant of attor-
ney, or other waiver of the right of no-
tice and the opportunity to be heard in 
the event of suit or process thereon. 

(b) Waiver of exemption. An executory 
waiver or a limitation of exemption 
from attachment, execution, or other 
process on real or personal property 
held, owned by, or due to the con-
sumer, unless the waiver applies solely 
to property subject to a security inter-
est executed in connection with the ob-
ligation. 

(c) Assignment of wages. An assign-
ment of wages or other earnings unless: 

(1) The assignment by its terms is 
revocable at the will of the debtor; 

(2) The assignment is a payroll de-
duction plan or preauthorized payment 
plan, commencing at the time of the 
transaction, in which the consumer au-
thorizes a series of wage deductions as 
a method of making each payment; or 

(3) The assignment applies only to 
wages or other earnings already earned 
at the time of the assignment. 

(d) Security interest in household goods. 
A nonpossessory security interest in 
household goods other than a purchase 
money security interest. 

§ 227.14 Unfair or deceptive practices 
involving cosigners. 

(a) Prohibited practices. In connection 
with the extension of credit to con-
sumers, it is: 

(1) A deceptive act or practice for a 
bank to misrepresent the nature or ex-
tent of cosigner liability to any person; 
and 

(2) An unfair act or practice for a 
bank to obligate a cosigner unless the 
cosigner is informed prior to becoming 
obligated of the nature of the co-
signer’s liability. 

(b) Disclosure requirement. (1) A clear 
and conspicuous disclosure statement 
shall be given in writing to the co-

signer prior to becoming obligated. The 
disclosure statement shall be substan-
tially similar to the following state-
ment and shall either be a separate 
document or included in the documents 
evidencing the consumer credit obliga-
tion. 

NOTICE TO COSIGNER 

You are being asked to guarantee this 
debt. Think carefully before you do. If the 
borrower doesn’t pay the debt, you will have 
to. Be sure you can afford to pay if you have 
to, and that you want to accept this respon-
sibility. 

You may have to pay up to the full amount 
of the debt if the borrower does not pay. You 
may also have to pay late fees or collection 
costs, which increase this amount. 

The bank can collect this debt from you 
without first trying to collect from the bor-
rower. The bank can use the same collection 
methods against you that can be used 
against the borrower, such as suing you, gar-
nishing your wages, etc. If this debt is ever 
in default, that fact may become a part of 
your credit record. 

This notice is not the contract that makes 
you liable for the debt. 

(2) In the case of open-end credit, the 
disclosure statement shall be given to 
the cosigner prior to the time that the 
cosigner becomes obligated for fees or 
transactions on the account. 

(3) A bank that is in compliance with 
this paragraph may not be held in vio-
lation of paragraph (a)(2) of this sec-
tion. 

§ 227.15 Unfair late charges. 

(a) In connection with collecting a 
debt arising out of an extension of 
credit to a consumer, it is an unfair act 
or practice for a bank to levy or collect 
any delinquency charge on a payment, 
when the only delinquency is attrib-
utable to late fees or delinquency 
charges assessed on earlier install-
ments, and the payment is otherwise a 
full payment for the applicable period 
and is paid on its due date or within an 
applicable grace period. 

(b) For the purposes of this section, 
collecting a debt means any activity, 
other than the use of judicial process, 
that is intended to bring about or does 
bring about repayment of all or part of 
money due (or alleged to be due) from 
a consumer. 

VerDate Sep<11>2014 14:50 Feb 11, 2015 Jkt 235037 PO 00000 Frm 00823 Fmt 8010 Sfmt 8010 Q:\12\12V3.TXT 31


		Superintendent of Documents
	2016-07-06T19:47:27-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




